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REF: STATE 255260 

1. SUMMARY. THE GOP WILL NOT ACCEPT MILITARY SALES OFFERS 
IN WHICH AGENT'S FEES ARE SPECIFIED BUT UNOFFICIALLY IS 
AWARE OF ANKXGLOSES ITS EYES TO FACT THAT THESE FEES ARE 
ORDINARILY INCLUDED AND HIDDEN IN SALES PRICES. AS AGENTS 
ARE A PRACTICAL NECESSITY IN PAKISTAN, THE POLICY PROPOSALS 
OUTLINED IN REFTEL WOULD PLACE U.S. FIRMS AT A COMPETITIVE 
DISADVANTAGE. THE EMBASSY URGES THAT IF REGULATIONS FORCING 
DISCLOSURE OF AGENTS' FEES TO THE USG ARE ADOPTED THAT 

THIS INFO ONLY BE MADE AVAILABLE TO FOREIGN GOVERNMENTS 
UPON REQUEST. IN THE CASE OF PAKISTAN, WE DOUBT GOP WOULD 
REQUEST ANY DISCLOSURE. END SUMMARY. 

2. GOP POLICY IS THAT AGENTS' FEES ARE NOT ACCEPTABLE 

IN MILITARY SALES, AND THE GOP RECENTLY REJECTED AN FMS 
OFFER IN WHICH AN AGENT S FEE WAS SPECIFIED. HOWEVER, 
KNOWLEDGEABLE GOP PROCUREMENT OFFICIALS KNOW THAT AGENTS' 
FEES ARE HIDDEN IN THE COST OF ITEMS PURCHASED. FURTHER- 
MORE, A PAKISTANI AGENT IS, IN PRACTICAL TERMS, A NECESSITY 
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IN COMMERCIAL NEGOTIATIONS IN PAKISTAN. THE PROPORTION 
OF THESE AGENTS IN THE MILITARY EQUIPMENT AREA WHO ARE 
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RETURED MILITARY PERSONNEL IS VERY HIGH AND THEY SERVE 
A VERY USEFUL ROLE IN GAINING RAPID ACCESS FOR THEIR 
FOREIGN PRINCIPALS TO THE PROPER GOP OFFICE. WHILE GOP 
OFFICIALS WILL USUALLY INSIST ON MEETING FOREIGN SUPPLIERS 
FACE-TO-FACE WITHOUT LOCAL AGENTS BEING PRESENT, MANY OF 
THESE MEETINGS WOULD NOT TAKE PLACE OR TAKE LONGER TO 
ARRANGE WERE IT NOT FOR THE LOCAL AGENT. ALSO. MANY OF 
THESE AGENTS THROUGH THEIR PERSONAL CONTACTS ARE ABLE TO 
KEEP ABREAST OF GOP THINKING AND NOTIFY THEIR FOREIGN 
PRINCIPALS WHEN VISITS WOULD BE TIMELY. 

3. WE FEW THAT ANY US SYSTEM DESIGNED TO MEET CONGRES- 
SIONAL CONCERNS OVER DIVULGENCE OF AGENTS' FEES COULD 
CAUSE DIFFICULTY IN PAKISTAN BETWEEN US SUPPLIERS AND 
THEIR AGENTS AND PUT US FIRMS AT A DISADVANTAGE AGAINST 
FOREIGN FIRMS. IF WE INSIST UPON DIVULGENCE OF AGENTS' 

FEES TO FOREIGN GOVERNMENTS, US FIRMS MAY BE FORCED TO 
DEVELOP A DUAL STRUCTURE INCORPORATING COMMISSIONS ON 
ORDINARY SALES AND FLAT FEES OR OTHER COMPENSATION FOR 
MILITARY SALES. MOST PAYMENT SCHEMES OF THE LATTER TYPE 
WOULD REDUCE THE AGENTS' INCENTIVE TO INCREASE SALES OF 
US PRODUCTS. ONE BENEFIT OF EXISTING FMS DISCLOSURE 
POLICY IS THAT IT PROVIDES AN INCENTIVE TO DIRECT SALES 

OF MILITARY TYPE PRODUCTS THROUGH CMMERCIAL CHANNELS. 
THIS BENEFIT WOULD BE LOST IF DISCLOSURE IS REQUIRED IN 
ALL CASES OF US EXPORT LICENSING. 

4. EMBASSY URGES THAT IF SOME SORT OF LAW OR REGULATION 
FORCING DISCLOSURE OF AGENTS' FEES TO USG IS ADOPTED, IT 
PROVIDE AT MOST THAT THIS INFO CAN ONLY BE DIVULGED TO 
FOREIGN GOVERNMENTS UPON LATTER’S SPECIFIC REQUEST. UNDER 
THE SITUATION PREVAILING IN PAKISTAN, WE DOUBT GOP WOULD 
EVER MAKE SUCH A REQUEST. WE WOULD ALSO HOPE ANY AGENT 
FEE DISCLOSURE SYSTEM WOULD NOT MAKE THE FEE INFORMATION 
PUBLICLY AVAILABLE IN THE US SO FOREIGN COMPETITORS COULD 
PICK IT UP AND PROFIT FROM IT. 
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